Our Story

Top Message

The Shiga Bank Group has established the Purpose
“Making the region happy with ‘Sampo yoshi’ philosophy”
this spring. We will create value that is unique to
“Shigagin,” which has its roots in the Omi Merchants,
through the implementation of this Purpose by each

and every member of the Group, which is the result

of a thorough discussion of “What is the reason for

the existence of the Shiga Bank Group?”and the

condensation of our desire in this Purpose.

Shinya Kubota

Representative Director and
President

Review of the 7th Medium-Term Business Plan

The 7th Medium-Term Business Plan, which we worked on
for five years since April 2019, was formulated based on the
concept of ‘change of perspective”from the traditional Bank’s
point of view to the community’s and customer’s point of
view, taking a backcasting approach from the vision of sus-
tainable society that the Group should aim to materialize.
Our efforts to solve social issues and increase corporate
value, centering on the five “Challenges to innovate the
future,”have resulted in the strengthening of management
foundations and profitability. As for earnings structure, as a
“problem-solution type financial information services pro-
vider,"we expanded our solution menu including human
resources placement, trust, and [T business support, and
diversified revenue sources by strengthening non-face-to-
face channels and establishing a Finance Office. Furthermore,
efforts to optimize personnel allocation through branch
consolidation and to improve productivity through opera-
tional reforms enabled us to achieve muscular management
that can steadily secure earnings even in a low-interest-rate
environment. As a result of these efforts, net fees and com-
missions increased to a level well above 10 billion yen, and
in terms of volume, we could exceed the 5 trillion yen in
deposits and 4 trillion yen in loans. In addition, “interest on
yen-dominated loans and bills discounted," which had been
declining for a long time, has turned around, and we believe

that we could establish the foundation for sustainable growth.

In responding to the spread of COVID-19 that began in
2020, we were also able to promote the establishment of
foundations that lead to the present, including the develop-
ment of infrastructure to enable working from home. And,
as a result of our continued persistent efforts to maintain a
medium- to long-term perspective in the face of adversity,
we were able to achieve most of the benchmark challenges
we initially set forth, shift to sustainable earnings structure,
and strengthen ESG finance, which has become a part of the
Bank’s brand, among other achievements.

In recent years, ESG finance has expanded significantly
in Japan and deepened in details. In such circumstance, the
Bank continues to be a leading regional bank, and has been
awarded the “ESG Finance Awards Japan”by the Ministry of
the Environment for five consecutive years. The Bank is also
actively working to decarbonize the region, developing activi-
ties that go beyond the bank’s boundaries, such as the devel-
opment of the CO2 management tool "Mirai-Yoshi Support”
and the establishment of an energy business company in
April of this year.

In addition, we joined the TSUBASA Alliance, which con-
sists of 10 regional banks, and proceeded with the renewal of
core systems for the first time in about 30 years, taking steps
to prepare for the leap forward to the 100th anniversary of
our founding in 10 years.
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Desire for the 8th Medium-Term Business Plan

The world continues to be more chaotic than ever before due
to the intensification of natural disasters caused by climate
change, loss of biodiversity, and the emergence of geopolitical
risks. These events have also caused soaring energy and mate-
rial prices, which in turn have affected the economy in Japan. In
addition, the future of the local economy is not optimistic due
to issues such as the declining birthrate and the concentration
of the population in one area. We are required to urgently
promote initiatives to make regional communities sustainable
while solving social issues such as responding to aging popu-
lation, efficient use of local resources, local production for local
energy consumption, and resolving issues of disparities.

When | assumed the position of President in June of last
year, | expressed my determination to make the “creating
regional economy” my primary mission. We are proud of this
as a regional financial institution that supports the regional
economy, and | see this as the most important issue | must
focus on as the manager of a company that can only exist on
the basis of the prosperity of regional communities. Therefore,
we need to evolve into a group that solves social issues
through business, creates new jobs in the community, and
creates regional communities where everyone can work and
live with peace of mind. The 8th Medium-Term Business Plan
(hereafter referred to as the “8th Mid-Term Plan”) incorporates
these desires.

In formulating the 8th Mid-Term Plan, we established a
project team composed of members who belong to different
departments and generations, in order to reflect diverse opin-
jons in the plan. We took the frank opinions and suggestions
of our members directly to heart, and held discussions for
a year and a half while keeping in mind the fusion of bot-
tom-up and top-down approaches. In addition, we have also
created opportunities for outside officers to participate in
project meetings and exchange opinions, and we believe that
this plan was truly the result of the united efforts of all officers
and employees.

In this context, | placed the greatest emphasis on iden-
tifying the essence of the company. In order to think about
fundamental values such as purpose, it is most important to
identify the essence of the company, without being confused
by external phenomena. The participants in this project also
wanted to develop human resources who could take on the
management of the company in the future, and | asked them
to think about what they wanted to do with the company
from the perspective of a manager. | feel that this was a useful
opportunity to develop human resources for the develop-
ment and growth of the group based on diverse ideas by
diverse human resources.

Points of the 8th Medium-Term Business Plan

The growth strategies of us, a regional financial institution,
are nothing less than strategies for the growth and develop-
ment of the region in which we serve as a market. The Shiga
Bank Group's active investment and financing mainly in Shiga
Prefecture, the mother market, and its contribution to the
development of the region will directly lead to the growth

of the Shiga Bank Group. Based on these ideas, the 8th Mid-
Term Plan was formulated after discussions on what needs

to be achieved now in order to realize the vision of the long-
term strategy, “vision of the regional communities we want to
realize <a society where everyone can define their future and
live happily>The Value Creation Story (P33) describes how
this 8th Mid-Term Plan will be the engine to create a "virtuous
cycle of happiness brought to the region”

This Value Creation Story is also the very business model of
a regional financial institution that grows through investment

in the region. We aim to maximize the value (impact) we pro-
vide to our stakeholders through investments that contribute
to solving our customers'issues and to regional growth by
utilizing a variety of capital inside and outside the Shiga Bank
Group. As a result, economic activity will be revitalized and
business opportunities will expand. In the process, we will
improve the earning power of the Shiga Bank Group, which
will lead to further investment in the region. This “virtuous
cycle of happiness brought to the region”is the "key”and core
concept of the 8th Mid-Term Plan.

<Three basic strategies>

In the 8th Mid-Term Plan, we have set forth three basic strat-
egies to create a“virtuous cycle of happiness brought to the
region”through aggressive and bold challenges. The first is
“Impact Design”to promote sustainable growth for customers
and the region. The second is “Base for Growth"to strengthen
the management foundation. The third is “Human First"to
maximize human capital.

M Impact Design (P.39)
"Impact Design, which aims to develop and revitalize regions
through the resolution of social issues, provides high val-
ue-added financial transactions and consulting services
to solve customers'issues. We will also implement initia-
tives aimed to create new value through new businesses.
Underlying this is a further evolution of the sustainability
management that the Bank has traditionally promoted. The
Bank has a history in which it was one of the first companies
to engage in environmental management and develop it into
sustainability management, thus the concept of solving social
issues through business is deeply rooted in the Bank. This is due
to the existence of Lake Biwa, which has been entrusted to us
by the future, the high environmental awareness of the people
of Shiga Prefecture, who share the Lake Biwa, and above all, the
“Sampo yoshi”DNA of the Omi Merchants, which is in line with
the SDGs and is closely related to the historical and geographi-
cal position of Shiga Prefecture where we are located.

We also believe that the glocal initiatives are features of
the Shiga Bank Group, which think on a global scale (global)

and conduct activities that are rooted in the region (local).

It was also based on the idea of glocal that we, as a leading
regional bank, have actively endorsed international initiatives,
etc, and have endeavored to return advanced efforts to the
region. We have no doubt that in these uncertain times, it is
time for the Shiga Bank Group, who has a glocal perspective,
to play a role in designing a sustainable future for the regional
communities.

In new business, in April of this year, the Bank established
the Shigagin energy Co,, Ltd. (Page 43), the first regional bank
in the Kinki region to conduct energy business. Through
GX (Green Transformation) initiatives, the Bank will resolve
regional issues from an energy perspective. In October of
this year, the Bank plans to establish a specialized investment
subsidiary, the Shigagin capital partners Co., Ltd. (Page 54).
The Bank will start business with investments that contribute
to solving business succession issues, which are expected
to become more serious in the future, and will expand its
investment domain to include venture cultivation, business
revitalization, and regional revitalization. In April of this year,
the Bank established the Future Design Group, which special-
izes in new business development. With the idea of designing
the future of local communities, the Bank hopes to create
new businesses that will help solve social issues and revitalize
local communities.

l Base for Growth (P.55)
In order to challenge new business by taking risks, it is a
prerequisite that we have established a solid management
foundation as a financial institution. In addition, stable earn-
ings will be the source of revitalizing the regional economy,
which will lead to a“virtuous cycle of happiness brought to
the region”Therefore, we will actively engage in risk-taking
under a higher level of risk management, make effective
use of capital, diversify risks from the viewpoint of industry,
region, and time, and aim to secure stable earnings. We will
further diversify earnings through venture investments and
other investments in an active and well-balanced manner.
We will also strengthen our efforts in “data-driven manage-
ment,"as it is said that in today’s society, those who control
data control business. We believe it is important to take the
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steering of management, including the experienced knowl-
edge accumulated from the past, by accurately capturing
information that will serve as the basis for decisions from the
vast amount of data accumulated by the bank. To achieve
this, we established the “Data Driven Project Team” (P58) at
the same time as the start of the 8th Mid-Term Plan, and built
a system to promote and support the establishment of a data
utilization infrastructure and the introduction of analytical
tools across the organization. Through the analysis of various
types of data, we will link this to the improvement of the
value of the customer experience, the enhancement of sales
capabilities of employees, the improvement of operational
efficiency, and so on.

In addition to this, we will proactively consider ways to
utilize the latest technologies, such as Al, and combine them
with channel optimization and other measures to strengthen
management infrastructure, thereby enhancing the val-
ue-added productivity of the Shiga Bank Group.

M Human First (P.63)

Persons are the drivers of value creation, and we believe it is
more important than ever to launch measures that focus on
“person”as the driving force for implementing Purpose. In the
8th Mid-Term Plan, we aim to maximize our human capital

by developing “Design personnel”who can create issues for
customers and regions, design solutions, and link them to the
realization of those solutions.

As measures to achieve this, in order to broaden the
knowledge and experience of employees, we will increase
the number of external secondments to a cumulative total of
about 100 over the five-year period of the Mid-Term Plan, and
increase the investment per employee to about 300 thousand
yen, about double the current investment per employee. In
order to positively support those who raise their hands and
take on challenges, we have reviewed the personnel evalu-
ation system and set the achievement indicator of the Mid-
Term Plan to have a total of more than 2,000 employees take
on autonomous challenges to improve their skills and develop
their careers over the five-year period. There is a famous saying
that “the opposite of success is not failure, but not trying"We
will foster a corporate culture of “challenge”and “admiration”

in which each and every employee has the spirit to raise his

or her hand and take on challenges, and even if they fail, they
will use the failure for the next challenge, while also increasing
employee engagement. We will awaken the potential of each
individual and further activate our “human resources”to steadi-
ly implement the strategies of the 8th Mid-Term Plan, thereby
enhancing the earning power of the Shiga Bank Group, lead-
ing to higher ROE (return on equity) and “corporate value”

In May of this year, we launched the “Alumni Network”to
create opportunities to communicate with those who have
retired for personal reasons. We will increase the diversity of
the organization by connecting with external human resourc-
es, including alumni (retirees).

<Achievement indicators of the 8th Mid-
Term Plan>(P.37)

In the 8th Mid-Term Plan, based on the long-term strategy,
we established “sustainability achievement indicators”to
achieve social sustainability and corporate sustainability, and
“financial indicators”to aim to improve ROE. We believe that
aiming to achieve them will lead to the Shiga Bank Group’s
vision “Sustainability Design Company”and will open the
way to "vision of the regional communities we want to realize
<a society where everyone can define their future and live
happily>"

The “sustainability achievement indicators”include several
indicators corresponding to the three basic strategies, such
as "the amount of investment and financing that support
regional growth,“the number of support for customers’
dreams and businesses,"and “the balance of investments and
loans through new financing methods to improve earning
power!

In terms of “financial indicators,” we aim to achieve ROE
(consolidated), which indicates profitability and efficiency rel-
ative to capital, of at least 5% in fiscal year 2028, the final year
of the Mid-Term Plan, and of at least 8% over the medium to
long term. We will promote initiatives for overall strategies
and individual tactics and measures to achieve gross operat-
ing income of 80.0 billion yen and consolidated net income
of 25.0 billion yen in fiscal year 2028.

In April of this year, we established the “Value Creation Project
Team"to promote the tactics and measures of the 8th Mid-Term
Plan and improve their effectiveness in order to achieve each indi-
cator. Members called from each department of headquarters,

in coordination with aforementioned Future Design Group and
Data Driven Project Team, have established a system to imple-
ment PDCA cycles for management strategies and departmental
tactics, and to proactively respond to new management issues.

To a real voyage of discovery

In times of increasing uncertainty about the future, we must
act with the proper balance between careful deliberation and
prompt action. French novelist Marcel Proust said, “The real
voyage of discovery consists not in seeking new landscapes,
but in having new eyes!” In business activities as well, it is
important not to blindly seek out undeveloped areas, but to
change ideas by changing perspectives and viewpoints, and
to develop focused businesses without missing the opportu-
nity to do so.

In the banking industry, the Revision of the Banking Act in
2021 allows the establishment of business companies that
contribute to regional development, etc,, thereby enabling
banks to take on the challenge of establishing regional revi-
talization companies and energy business companies, etc. It
is expected that the banks will continue to develop projects
that contribute to the region in a variety of fields with origi-
nality and ingenuity.

Making the region happy

In addition, as the “world with interest rates”arrives, there is a
need for a deeper exploration of what value is worth the inter-
est rate. The test is whether both the financial institutions and
the customers are satisfied and whether they can lead to new
co-creation of value. The banking industry is now on a voyage
of discovery in the sense that this value co-creation is what will
stimulate the revitalization of society and the economy.

In this voyage of discovery, the 8th Mid-Term Plan is the
compass that points the course of the Shiga Bank Group, and
it is the Purpose “Making the region happy with ‘Sampo yoshi’
philosophy” that always guides us in the right direction so
that we do not lose sight of the purpose of our voyage. The
entire Shiga Bank Group will work together to mobilize the
strengths of our diverse human resources to reach a society
in which everyone can live happily. Thank you for your contin-
ued understanding and support. We hope to receive your
continued patronage in the future.

with “Sampo yoshi” philosophy: :gfj

Sustainability Design Company
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